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CHAPTER 1: INTRODUCTION AND OVERVIEW 


1.1 MAYOR’S FOREWORD TO BE FINALISED WITH FINAL REPORT 

I would like to introduce the draft IDP Reviews and Draft multi-year budget for the year 
2009 - 2010 - 2010 - 2012/13 with the warmest welcome from the peaceful elections that 
took place in Umvoti. The contribution of ward councilors and their commitment to various 
constituencies has been phenomenal. I am humbled by the fact that not a single ward was 
left out and the allocation of funds has been done equitably and much work has since been 
done. 

As a municipality we are going through testing times. Whilst the provision of infrastructure 
such as community access roads, community halls, creches, sport fields, course ways, taxi 
ranks, etc is critical, we have also seen an emphasis on bread and butter issues by some 
people in our ranks. By this we mean the underscoring of food parcels and other handouts 
during the build-up to the elections. Clearly our people are hungry! There are less job 
opportunities. But it would be wrong to perpetuate the culture of dependency and the 
misconception that people are poor and cannot claw their out of poverty. People must be 
helped to realize their potential and capitalize on their strengths and the abundant 
opportunities in Umvoti. 

Umvoti municipality is blessed with large tracts of arable land and natural resources. We 
have four important rivers crisscrossing our municipality, namely, Uthukela, Umvoti, 
Mpofana, and Hlimbithwa Rivers. This provides opportunities for the up-scaling of the 
underutilized small-scale farming activities, particularly by people residing along the river 
banks of the latter rivers. We need to build on the impetus created around the agrarian 
revolution initiative through reviving vegetable and community gardens in the order to deal 
decisively with the challenge of food security. 

As a municipality we are striving to create a favourable conducive environment to attract 
and enable investors to invest in our towns and surrounding areas. In creating an investor- 
friendly climate we are guided by our competitive and comparative advantage. We are 
largely an agriculture oriented economy and we need to build on this strength whilst we 
gradually diversify the same through value adding mechanisms. We need to enhance 
agriculture and tourism sectors as key economic drivers of our economy. We need to 
prioritize capacity building of emerging farmers and mitigate all risks that might derail our 
resolve to promote them. Our people also need to be educated about their rights and 
responsibilities, particularly with regard to land claims. All stakeholders must be tolerant to 
each other's expectations and play their part of the bargain when due processes require of 
them to do so. 

There is also a need to ensure that our organogram is in line with our strategic goals as a 
municipality. There is a need for restructuring and human resource capacity building if we 
are to achieve our objectives as a municipality. The incidence of global economic meltdown 
and recession that is beginning to be felt even in our shores means that we have to tighten 
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our belts. We have to cut down on unnecessary expenditure and enhance our revenue base 
through proper and adequate rating system and efficient credit control. 

Thank you 


1.2 OVERVIEW BY THE MUNICIPAL MANAGER 

In terms of compliance with legislation contained in Section 46 of the Municipal Systems Act 
( Act No 32 of 2000) we need to produce a performance report reflecting the performance 
of the Municipality comparing targets set for and performance in the previous financial year 
and measures taken to improve performance. 

Community participation in the IDP process is encouraging, however due to the resignation 
of the IDP manager during the past year this has not been achieved to the extent desired 
although, Council continues to encourage interested persons to participate in the process so 
as to ensure the attitude of belonging is nurtured. 

Local Government has produced many difficult challenges, which increased the work load of 
the Acting Managers for most of the Financial year it is my pleasure to report that All the 
key vacancies were filled between the period of March and November 2008. The Acting 
Management and the newly appointed managers strived to achieve its objective and goals 
in terms of the needs of the Community expressed in the IDP. 

I wish to PLACE ON RECORD MY SINCERE THANKS AND APPRECIATION TO THE Mayor and 
Council for the support they have given to the entire Municipal team. 

I thank all our strategic partners within the community, our service providers the District 
Municipality, National and Provincial Government for the assistance and the role they have 
played during the year in the continual growth of Umvoti, your support and guidance is 
much appreciated. 

To the entire Umvoti Community who faced the challenges from breakdown in water 
services to the slow pace of service delivery due to staff shortages, thank you for your 
patience and look forward to serving you and improving our delivery to you. 


SB NDABANDABA 

ACTING MUNICIPAL MANAGER 
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1.3 OVERVIEW OF THE MUNICIPALITY 


1.3.1 Key Features 

Umvoti Municipality is one of the four local municipalities within Umzinyathi District. It is 
located along the eastern border of Umzinyathi district about 65 km from Dundee and 
approximately 70km from Pietermaritzburg. It is well served by provincial and regional roads 
given its location at the intersection of the roads to Pietermaritzburg, the coast; the 
Drakensberg and the battlefields route. It is about 2509km^ in extent and its population is 
estimated at 120 000 people who are spread unevenly among the eleven municipal wards. It 
comprises of 5 traditional authority areas, all of which are located beyond a 40km radius 
from Greytown (known as Umgungundlovana), which is the main centre within the 
municipal area. 

The central part of the area is generally covered with high potential commercial farmland 
and is characterized by low population density. 


1.3.2 Geographical Area/Maps 

Map 1 below shows the entire Umvoti Municipal Area: 
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1.3.3 DEMOGRAPHIC PROFILE 


Population by ward 

uMvoti population profile 
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FIGURE 1: POPULATION BY WARD 


CENSUS 2001 


Figure 2 above, depicts population spread by ward and gender structure by ward. The most 
populated ward is ward 10 with 6932 females (53%) and 6034 males (47%). The least 
populated ward is ward 3 with 1365 (56%) and 1080 (44%) female and males population 
respectively. It is interesting to note that females outnumber their male counterparts 
throughout the wards. Even though this phenomenon could be attributed to the global 
trend it could also be attributed to the fact that uMvoti Local municipality area does not 
provide sufficient employment opportunities. Thus most males relocated to employment 
centres such as Durban, Johannesburg, and Pietermaritzburg etc. 


Age structure of the population 

Gender Composition of the Population (2001 and 1996) 
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Source: Municipal Demarcation Board 

FIGURE 2: GENDER COMPOSITION OF THE POPULATION (2001 AND 2004) 


Figure 3 indicates gender and age composition of the population and compares the results 
of the 1996 and 2001 census. The dominance of women, particularly in the 15 to 34 and 35 
to 65 years of age indicates a relatively high level of male absenteeism. This is a common 
phenomenon in comparable rural areas with limited employment opportunities. 

Age Structure of the Population 

The age structure of the Umvoti Municipality population indicates a clear predominance of 
a youthful population (refer to Figure 4). Ideally, the majority of such members is attending 
school and engages in different sports activities. In about 3-5 years, about half of this 
population will be entering the job market and competing for employment opportunities. 

35% of the population is between 21 and 60 years of age, and could be classified as working 
age group/economically active population. The remaining 8% comprise the aged and people 
who did not specify their age. 

FIGURE 3: AGE COMPOSITION OF THE POPULATION (2001 AND 1996) 
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Source: Municipal Demarcation Board 


Education levels 

Although the majority (29258 people) of people falling within the 5 to 24 years of age cohort 
are attending school, the number of people not attending school is alarmingly high (refer to 
Figure 5). 13 053 people including both people with matriculation and people with no 
matriculation are presently out of school. 
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FIGURE 4: EDUCATION LEVELS ATTENDED BY 5 TO 24 YEAR OLD 
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FIGURE 5: HIGHEST EDUCATION LEVEL ACHIEVED BY THE OVER 20 YEAR OLDS 


Higher 


The majority of the Umvoti population (60%) is functionally illiterate. Half of this group has 
no education at all and the other half having varying levels of primary school education, as 
illustrated above. This has a significant impact on employability, the type of job 
opportunities that can be sought and the vocational distribution of the economically active 
population. Implications of the above facts include the need to provide adult education and 
training as well as skills development. In addition, the department of education does not 
provide accommodation for teachers, with the result that many good teachers are attracted 
to the urban areas. This perpetuates the low pass rate and the high levels of illiteracy in 
rural areas 


ifc.’ ft 
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1.4 Executive Summary and Management Profile 


1.4.1 Our Vision 


I 




“Your place for 
peace and 
prosperity, where 
the people come 
first” 


I 




1.4.2 Our Mission Statement 

In the service of others, we commit ourselves to: 

Provide democratic, transparent and accountable local government; 

• Encourage community participation on local government affairs; 

• Ensure equity and integrated transformation; 

• Ensure sound inter-governmental relations for integrated development planning; 

• Facilitate economic and social development; 

• Promote a safe and healthy environment; and 

• Render and expand affordable and sustainable services in a transparent and 
accountable manner and promote a culture of payment for services. 

1.4.3 Strategic Objectives 

Developmental 

Umvoti Municipality is committed to addressing the key issues as identified in the previous 
section. The objectives and strategies are therefore formulated as means of addressing the 
priority issues. It is important to note that in terms of water and sanitation, the district 
objectives and strategies are used. 


Services 


To provide at least a minimum level of services to all residents, including health and social 
services, in accordance with national governments guidelines on service delivery and with 
due regard to affordability. 

Institutional 

To improve communication channels both within the Municipality, and between the 
Municipality and other key role players.. 

To improve the skills and expertise within the Municipal Staff to ensure efficient and 
effective administration and service delivery. 

Retain the financial viability of the Municipality. 

To initiate an entrepreneurial approach to Local Government through strategic partnerships. 


1.4.4 Municipal Financial & Administrative Conditions 

The increased size of the municipality with the inclusion of a vast rural component has 
placed a considerable burden on the financial resources of the municipality, and it is 
therefore largely dependant on grant funding from the National and Provincial 
Governments for service delivery. The implementation of the Municipal Property Rates Act 
will provide some enhancement to the revenue base of the municipality, but it will be 
negligible in relation to the large indigent component within the municipal area. The 
municipality is currently in the process of finalising Organograms and Job descriptions to 
create the necessary administrative structure befitting the expansion of service delivery 
requirements. 

Council Structures 

The uMvoti Municipal Council operates on a Collective Executive System, therefore five 
Standing Committees have been established in terms of Section 79 of the Local Government 
Municipal Structures Act, (Act 117 of 1998). uMvoti has 21, 11 are ward Councillors and 10 
are PR Councillors. The Executive Committee reports to Council. Council in its Code of 
delegations has approved the following portfolios with functional areas. The Mayor will 
allocate Portfolios to Councillors; 

Budget & Finance 

Corporate Services 

Economic and Development Planning 

Technical Services 


The above portfolios will operate as Standing committees and these Standing committees 
will report to the Executive Council. Standing committees will function; 

EETTo develop and recommend strategy. 
l30To develop and recommend by-laws 


OmTo ensure public participation in the development of policy, legislation, IDP and budget. 
ElErTo monitor the implementation of Councils policies. 


Ward Committees 

Ward committee members for all eleven (11) wards and is a competency of the Office of the 
Speaker. Each ward committee consists often (10) members and is paid a monthly stipend 
of R 200 from uMvoti Local Municipality. The lack of office accommodation and equipment 
is a challenge that is currently being addressed. 


EXECUTVE COMMITTEE 


DESIGNATION 

SURNAME & 
INITIAL 

PORTFOLIO 

COUNCILLOR 

POLITICAL 

PARTY 

WARD 

Mayor 

Ngubane P M S 


IFP 

PR 

Deputy Mayor 

Zondi S V 


IFP 

8 

Executive Com. Member 

Ngubane T 2 


ANC 

2 







COUNCIL 


DESIGNATION 

SURNAME & 
INITIALS 

POLITICAL PARTY 

WARD 

Speaker 

Maharaj H 

IFF 

10 

Councillor 

Buss PR 

DA 

PR 

Councillor 

Dludla H J 

IFP 

PR 

Councillor 

Dladla D 

IFP 

4 

Councillor 

MavundIa P G 

ANC 

PR 

Councillor 

Mbatha MB 

IFP 

11 

Councillor 

Mchunu TM 

IFP 

PR 

Councillor 

Mkhize CN 

IFP 

6 

Councillor 

Nzama S A 

ANC 

1 

Councillor 

Ngcobo EN(Late) 

IFP 

9 

Councillor 

Ngobese J 

ANC 

PR 

Councillor 

Shangase S 

IFP 

PR 

Councillor 

Shaik A M 

ANC 

3 

Councillor 

Shange E S 

IFP 

5 

Councillor 

Vilakazi B 

a"nc 

PR 

Councillor 

Zondi DP 

ANC 

PR 

Councillor 

Zondi DN 

IFP 

8 

Councillor 

Zuma P 

ANC 

PR 
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Chapter 2: Performance Highlights 


Functions Performed 

The municipality faced huge challenges due to the enlargement of the area of jurisdiction, and 
had to spend enormous effort and resources to align the institution and all strategic plans to the 
increased demands for service delivery. The Council appointed four Strategic Managers for the 
various functions, and embarked on a mission to formulate the correct organisational 
infrastructure to ensure improved service delivery. The municipality managed to continue the 
supply of services within the urban areas, which included Electricity, Refuse removal. Roads, 
Stormwater management and Cleansing. The addition of Houses for the Indigent was also 
prioritised, with one scheme completed during the year, and another commenced with. 
Detailed reports regarding service delivery by each functional department is included in Chapter 
5 of the report. Backlogs in service delivery is depicted in Chapter 1 above, including Water and 
Sanitation which is no longer a function of the municipality, and Electricity, which is a service 
supplied by Escom for all rural areas. 


Service delivery by uMvoti Local Municipality can be summarized as follows: 


Roads & Stormwater 

Solid Waste (Removal & Management) 

Electricity Distribution (Greytown town only) 

Town Planning 
Local Economic Development 
Marketing & Investments Promotion 
Public Amenities (Halls & Sporting facilities ) 

Environmental Control (Nature Reserve & Cemeteries) 

Traffic Policing 

Human Resources Management 

Financial Management 

Special Programs for designated groups 

Summary of Projects 

Several projects were embarked upon during the year, and were financed from Equitable share. 
Municipal Infrastructure Grant and Housing funds. A summary is attached per Chapter 5. 


Debtors recovery 

The table below indicates the arrears debt of Council at 30 June 2009 


3)Debtor Age Analysis as at 30th June 2009 


SERVICE 

120 DAYS 

90 DAYS 

60 DAYS 

30 DAYS 

CURRENT 

RATES 

8128211.54 

420430.33 

641166.5 

802428.75 

1304083.3 

ELECTRICITY 

871006.03 

53241.66 

86861.69 

299839.32 

2148909.63 

REFUSE 

1154306.79 

49793.63 

62799.51 

88058.88 

319444.55 

SUNDRY 

929189.22 

70771.63 

92665 

85034.82 

-437115.99 

HOUSING 

0 

0 

0 

0 

164595.88 

TOTAL 

11082713.58 

594237.25 

883492.7 

1275361.77 

3499917.37 


2.2 Service Deitverv Backlogs 


Service Backlog as per the District Backlog Study 

The District Backlog study was conducted by Jeffares and Green (Pty) Ltd who were 
appointed to conduct a backlog study in the UMzinyathi District in March 2007. The study 
highlights that as the municipality is comprised of urban areas, commercial agricultural 
areas and tribal authority areas all of which exhibit typical characteristics associated with 
these settlement types. Service levels in urban areas are high except for informal areas, in 
commercial agricultural areas they are relatively high as farmers provide their own services 
and in tribal authority areas they are low to moderate. Thus backlog levels tend to average 
out which tends to skew the picture at community level. The summary of the backlogs is 
highlighted in the table below: 


TABLE 1: THE SUMMARY OF THE BACKLOGS 


Umvoti 

Water 

Sanitation 

Electricity 

Refuse 

Served 

8536 

9305 

8213 

5990 

Not Served 
Backlog 

14056 

13287 

14379 

16602 

Total 

22592 

22592 

22592 

22592 

Backlog {%] 

62.2% 

58.8% 

63.6% 

73.5% 


Source: Backlog Study Jeffares and Green (Pty) Ltd 2007 

The table below summarises per service the approximate cost of addressing the current 
service backlog to the minimum Level of Service. 


TABLE 2: PROJECTED COST TO ADRESS BACKLOG 


Water 

R84 336 000.00 

Sanitation 

R39 861 000.00 

Electricity 

R61 110 750.00 



Refuse Site 

R13 696 650.00 

Refuse Collection (per annum) 

R1 394 568.00 


Source: Backlog Study Jeffa res and Green (Pty) Ltd 2007 


Chapters; Human Resources and other Organizational Management 


Umvoti Municipality has 21 Councillors, 11 of which are Ward Councillors and 10 
Proportionate Representation (PR) Councillors. It operates with an Executive Committee 
System, with various Portfolio Committees established in terms of section 79/80 of the 
Municipal Structures Act, (Act No. 117 of 1998). Full Council meetings are held quarterly 
with EXCO meetings being held at least monthly. 

Umvoti Municipality has a staff complement of 152(permanent & contract). The temporary 
staff has been reduced. The following are the institutional needs for Umvoti Municipality: 

R Institutional capacity building 

■ Enhancement of performance management and monitoring systems 
R Proper definitions of roles and responsibilities for the municipal departments 
B Strong human resource and skills base 


In order to deal with the issue of skills development, the municipality prepared a Workplace 
Skills Plan for 2009/2010 which has since been submitted to SETA. In terms of the latter 
plan, the break-down of the employees in terms of gender is 95 males and 57 females. In 
terms of equity and transformation, the municipality has made significant progress in that 
the majority of the employees come from previously disadvantaged backgrounds. Most 
senior positions are occupied by people who hail from the latter category. 

The specific training needs for all the categories of employees are detailed in the workplace 
skills Plan. In tine with the legal requirement, the municipality has nominated a skills 
development facilitator (SDF). The SDF is accountable for skills development activities and is 
the point of liaison between the municipality and stakeholders such as LGSETA. 

The diagram below represents the organogram as per existing departments, it should be 
noted that the full organogram for the Municipality is annexed at the end of the document 
as indicated above. 

The municipal Organogram was presented to Council during this financial year & critical 
posts have since been identified. It is noted that there has been some improvement as some 
of the vacant positions were being filled by the municipality during 09/10. It is anticipated 
that the outstanding vacant posts will be filled during the 10-11 financial 


year. 



FIGURE 6: SCHEMATIC REPRESATION OF THE ORGANOGRAM - S57 ONLY 

The full municipal Organogram is attached as Annexure Two. The functions of Umvoti 
Municipal Departments are summarised below. 


Corporate Services 

This department is responsible for the following functions: 

B Records Management: the municipality has staff responsible for this function. 

B Committee and General Administration: The staff is in place but there is still a need 
for additional staff. There is currently one Committee Clerk responsible for all the 
Council meetings. 

B Human Resources Development: The municipality has two staff responsible for this 
function. 

B Legal: Private firms are used for legal services 

■ Valuations: No incumbent for this position 

D IT&GIS: no incumbent for this function 

D Museum: There is staff in place. The Museum also relies on the Museum grant for 
the other needs such as equipment 

B Public Libraries: The Town Library is functioning properly. The Enhialakahle library 
was closed down due to financial constraints. The Kranskop library has been recently 








upgraded however there is a possibility that this facility will close down due to 
financial constraints. 


Engineering Services 

Manager Engineering Services was appointed and resumed his duties on 03 March 2008. 
This department is divided into two subsections: 

A) Electricity 

Currently this section is managing to deal with all of the functions listed below. 

•* Installation & maintenance of prepaid meters 
Issuing of electricity cards 
Upgrade of Voltage e.g upgrade of feeder cables 
€> Installation of electrical system for new housing projects 

B) Civic 

f> Public Works 

C> Roads; relying on consultants for the road projects. The qualified engineer has 
recently been appointed as Manager Engineering Services. A civil technician & a 
project officer has since been appointed 

Parks & Gardens: 

Waste Management: refuse collection, refuse transfer, cemetery maintenance; 
currently relying on temporary staff for this function. 

Maintenance of Municipal Buildings 

€> Building Control: Building Control Officer has since been appointed. 

Cleansing of town - Greytown, Kranskop, Enhialakahle & Muden (Muden on 
request): currently relying on temporary staff for this function. 

Planning Department 

The Council decided to dissolve this Department. The staff in this department was 
incorporated to other Departments. However it is felt that this Department needs to be 
reinstated in the 2009/10 financial year.( Nothing has since been done around this issue) 

- Housing and Social Development: there is one incumbent (Housing& Social 
Development Manager). It was proposed that this incumbent be part of Corporate 
Services Department 

- IDP & PMS: There is one incumbent (IDP/PMS Manager) that was incorporated into 
Finance Department. But it is felt that this is a very unusual arrangement and the 
municipality is strongly advised to separate these functions 

- Land Use Management including town planning matters (statutory work, 
enforcement of town planning bylaws and schemes & municipal land management): 



There is currently one Town Planner responsible for this function. This position was 
incorporated into Engineering Services. 

Hostel and Squatter Control: Control of increase in the number of squatter 
settlementsS issuing of lease for hostel residents - The hostel is currently being 
upgraded therefore the incumbent responsible for this function would be allocated 
other duties. 

LED/Tourism: an LED Officer has since been appointed in the 2009/10 financial year. 


Protection Services 

The Protection Services Manager (Head of Department) was appointed during the 2008/09 
Financial Year. 

This department comprises of the following functions: 

A) Licensing 

- Learners and drivers licenses: There is currently a need for an extra Learner 
Licence Examiner 

- Motor Vehicle license: 

B) Law Enforcement e.g. traffic fines: There is a need for at least three Traffic Officers. 

C) Disaster Management: there is no dedicated staff for this function 

D) Vehicle Examination: There is currently a need for an Assistant Motor Vehicle Examiner 

E) Traffic Wardens: school patrols - the school patrols are in place in town 

F) Municipal Security: There are Security Guards that are employed by the Municipality but 
the municipality relies strongly on a Private Security Company. 


Finance Department 

The Chief Financial Officer has recently been appointed and resumed his duties on the 3 
March 2008. It is noted that there is a need for additional staff in this Department. 

This Department deals with all Municipal financial issues: 

- Budget: There is currently a need for the Budget Officer but such position is not currently 
budgeted for. An accountant has been appointed by the municipality as from 01 June 2008. 

- Collection of debts 

- Rates and Credit Control: there are three incumbent currently employed to undertake this 
function. 

- Indigent Support/Customer Care: one incumbent currently undertakes both these 
functions. The municipality has prepared an Indigent Policy and has also been reviewed. 

- Selling of prepaid electricity: the municipality is currently managing to execute this 
function. 

- Staff salaries: Position has since been filled. 

- Customer Care Centre: there is an officer responsible for both customer care and indigent 
support. 

- Supply Chain Management: SCM Manager & SCM Officer have since been appointed. The 
Council adopted a new Supply Chain Management Policy at the end of 2005 year and this 
policy has been implemented with effect from 01 January 2006. There is currently two 
temporary employees in this section. 
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- Audit Function: The Umvoti Municipality has had unqualified audits for twelve years. There 
is a shared Audit Committee with the District in place. There is one intern assisting with the 
Internal Audit function which is also outsourced. 

Chanter 4: Audited Financial Statements and Related Financial Information 

Annual Financial Statements 

The Annual Financial Statements for 2009/2010 were submitted to the Office of the Auditor General 
on time, namely 31 August 2010. Annual financial statements is attached as Annexure 'A' 


ANfJEXURE IE 


AUDITOR’S REPORT OF THE AUDITOR-GENERAL TO THE KWAZULU-NATAL 

PROVINCIAL LEGISLATURE AND THE COUNCIL ON UMVOTI MUNICIPALITY 

REPORT ON THE FINANCIAL STATEMENTS 

Introduction 

1 . I have audited the accompanying financial statements of the Umvoti Municipality, which 
comprise the statement of financial position as at 30 June 2010, the statement of financial 
performance, statement of changes in net assets and cash flow statement for the year then 
ended, a summary of significant accounting policies and other explanatory information, as 
set out on pages 1 9 to 43. 

Accounting officer’s responsibility for the financial statements 

2. The accounting officer is responsible for the preparation and fair presentation of these 
financial statements in accordance with South African Standards of Generally Recognised 
Accounting Practice {SA Standards of GRAP) and in the manner required by the Local 
Government: Municipal Finance Management Act of South Africa, 2003 {Act No. 56 of 2003) 
(MFMA) and the Division of Revenue Act of South Africa, 2009 (Act No. 12 of 2009) (DoRA). 
This responsibility includes designing, implementing and maintaining internal control 
relevant to the preparation and fair presentation of financial statements that are free from 
material misstatement, whether due to fraud or error; selecting and applying appropriate 
accounting policies; and making accounting estimates that are reasonable in the 
circumstances. 

Auditor-General’s responsibility 

3. As required by section 188 of the Constitution of South Africa, 1996 (Act No. 108 of 1996), 
section 4 of the Public Audit Act of South Africa, 2004 (Act No. 25 of 2004) (PAA) and 
section 126(3) of the MFMA, my responsibility is to express an opinion on these financial 
statements based on my audit. 

4. I conducted my audit in accordance with International Standards on Auditing and General 
Notice 1570 of 2009 issued in Government Gazette 32758 of 27 November 2009. Those 
standards require that I comply with ethical requirements and plan and perform the audit to 
obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 

5. An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor’s 
judgement, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error. In making those risk assessments, the auditor 
considers Internal control relevant to the entity’s preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
entity’s internal control. An audit also includes evaluating the appropriateness of accounting 
policies used and the reasonableness of accounting estimates made by management, as 
well as evaluating the overall presentation of the financial statements. 


6. I believe that the audit evidence I have obtained is sufficient and appropriate to provide a 
basis for my audit opinion. 
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Opinion 

7. In my opinion, the financial statements present fairly, in all material respects, the financial 
position of the Umvoti Municipality as at 30 June 2010 and its financial performance and its 
cash flows for the year then ended in accordance with the SA Standards of GRAP and in 
the manner required by the MFMA and DoRA. 

Emphasis of matters 

8. I draw attention to the matters below. My opinion is not modified in respect of these matters: 

Restatement of corresponding figures 

9. As disclosed in note 2 to the financial statements, the corresponding figures for 2008-09 
have been restated as a result of an error discovered during 2009-10 in the financial 
statements of the Umvoti Municipality at, and for the year ended, 30 June 2009. 

Material under-spending of the budget 

10. The capital budget of R63,225 million was under-spent by R39,506 million. This was in 
respect of housing projects that did not materialise during the year under review. 

Irregular expenditure 

1 1. As disclosed in note 36.2 to the financial statements, irregular expenditure to the amount of 
R3,089 million was incurred as a proper tender process had not been followed. 


Additional matter 

12. 1 draw attention to the matter below. My opinion is not modified in respect of this matter: 

Unaudited supplementary schedules 

13. The unaudited supplementary schedules set out on appendices A to E does not form part of 
the financial statements and is presented as additional information. I have not audited these 
schedules and accordingly I do not express an opinion thereon. 

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 

14. As required by the PAA and in terms of General Notice 1570 of 2009 issued in Government 
Gazette 32758 of 27 November 2009, I include below my findings on the report on 
predetermined objectives, compliance with the following key laws and regulations (MFMA, 
Municipal Supply Chain Management Regulations - GNR 868 of 30 May 2005 (MSCMR), 
and Local Government: Municipal Systems Act of South Africa, 2000 (Act No. 32 of 2000) 
(MSA)) and financial management (internal control). 


Predetermined objectives 

15. Material findings on the report on predetermined objectives, as set out on pages XX to XX, 
are reported below: 

Non-compliance with regulatory and reporting requirements 
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Inadequate content of integrated development plan 

16. The integrated development plan (IDP) of the Umvoti Municipality did not include the key 
performance indicators and performance targets set in terms of its performance 
management system, as required by sections 26(i) and 41(1) (b) of the MSA and regulation 
1 2 of the Municipal Planning and Performance Management Regulations, 2001 . 

Usefulness of reported performance information 

The following criteria were used to assess the usefulness of the planned and reported 

performance; 

• Consistency: Has the municipality reported on its performance with regard to its objectives, 
indicators and targets in its approved integrated development plan (IDP), i.e. are the 
objectives, indicators and targets consistent between planning and reporting documents? 

• Relevance: Is there a clear and logical link between the objectives, outcomes, outputs, 
indicators and performance targets? 

• Measurability: Are objectives made measurable by means of indicators and targets? Are 
indicators well defined and verifiable, and are targets specific, measurable and time bound? 

The following audit finding relates to the above criteria: 

Planned and reported performance targets not specific/measurable/time bound 

17. The IDP projects for the completion of existing housing projects, staff training on waste 
management, and agricultural and manufacturing projects were not: 

• specific in clearly identifying the nature and required level of performance; 

• measurable in identifying the required performance; and 

• time bound in specifying the time period or deadline for delivery. 

Compliance with laws and regulations 

Non-adherence to legislation 

Local Government: Municipal Finance Management Act of South Africa, 2003 (Act No. 56 

of 2003) (MFMA) 

The accounting officer did not adhere to his statutory responsibilities 

18. Adequate processes were not in place for financial, risk management and internal control, in 
that, risk assessments were not performed, as envisaged in section 62(1) (c). 

Supply chain management legislative requirements were not implemented or not adhered 


19. Supply chain management (SCM) records were not maintained in an orderly manner, as 
required by section 62(1) (b). 


Municipal Supply Chain Management Regulations - GNR 868 of 30 May 2005 (MSCMR) 


Expenditure was incurred in contravention of or not in accordance with applicable 
legislation resulting in irregular expenditure 

20. Regulation 38(1 )(g) was not complied with, as contracts were awarded to a bidder that acted 
unfairly in competing for particular contracts. 

Local Government Municipal Systems Act of South Africa, 2000 (Act No. 32 of 2000) 
(MSA) 

21 . No performance evaluations were completed, as required by section 57(4) (b). 

Construction Industry Development Board Act, 2000 (Act No. 38 of 2000) (CIDB) 

22. No construction contracts were registered with the CIDB, as required by section 22(3). 


INTERNAL CONTROL 

23. 1 considered internal control relevant to my audit of the financial statements and the report 
on predetermined objectives as well as compliance with the following key laws and 
regulations (MFMA, MSCMR and MSA) but not for the purpose of expressing an opinion on 
the effectiveness of internal control. 

24. The matters reported below are limited to the significant deficiencies that gave rise to the 
findings on the report on predetermined objectives and the findings on compliance with laws 
and regulations. 

Leadership 

25. The leadership did not exercise adequate oversight over daily and monthly controls to 
improve financial, compliance and performance reporting because decisive actions had not 
been taken to mitigate avoidable risks. Moreover, the importance of accountability as well as 
the safeguarding of resources was not emphasised, which resulted in irregular expenditure. 

Financial and performance management 

26. The financial statements were not reviewed for completeness and accuracy and were 
subjected to material amendments resulting from the audit. Moreover, the financial reporting 
framework requirements and the importance of internal controls with regard to the 
safeguarding of vital documentation were not understood and communicated. 

Governance 

27. The risk of material misstatement due to fraud was not adequately considered, as evidenced 
by the weaknesses noted in the procurement and contract management component, as well 
as the absence of a fraud prevention plan, coupled by the non-performance of risk 
assessments. In addition, internal controls were not selected and developed to prevent, 
detect and correct weaknesses timeously. 


OTHER REPORTS 


Investigations 

Investigations completed during the financial year 

28. An investigation was conducted by an independent consulting firm on request of the 
municipality. The investigation was initiated based on the allegation of SCM irregularities for 
the period 1 January 2007 to 31 December 2009. The investigation had recommended that 
the bid adjudication committee be trained on the SCM policy. 


Pietermaritzburg 
30 November 2010 
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ANNEXURE IS 


UMVOTI MUNICIPALITY 


ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 
30 JUNE 2010 


In terms of section 126 (1) of the Municipal Finance Management Act. 

I am responsible for the annual financial statements, which are set out on pages 1 to 41, 
and which I have signed on behalf of the municipality. 

I certify that the salaries, allowances and benefits of Councillors as disclosed in note 24 
of these annual financial statements are within the upper limits of the framework 
envisaged in Section 219 of the Constitution, read with the Remuneration of Public 
Officer Bearers Act and the Minister of Provincial and Local Government's 
determioatioiLin accordance with this Act. 
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APPROVAL OF FINANCIAL STATEMENTS 


The annual Financial Statements set out on page 01 to 41 were approved by the 
Acting Municipal Manager on 30 August 2010 and will be presented to and approved 
by Council on 30 September 2010 
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UMVOTI MUNICIPALITY 
ACCOUNTING POLICIES 
TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2010 

1 . BASIS OF PRESENTATION 

The Annual financial statements have been prepared in accordance with the 
Standards of Generally Recognised Accounting Practices (GRAP). The annual 
financial statements have been prepared on the historical cost basis, and incorporate 
the principal accounting policies set out below. 


The Standards comprise the following; 


GRAP 1 

Presentation of Financial Statements 

GRAP 2 

Cash Flow Statements 

GRAP 3 

Accounting Policies, Changes in Accounting Estimates and Errors 

GRAP 4 

the Effects of Changes in Accounting Estimates and Errors 

GRAP 5 

Borrowing Cost 

G^P 6 

Consolidated and Separate Financial Statements 

GRAP 7 

Investment in Associates 

GRAP 8 

Investment in Joint Ventures 

GRAP 9 

Revenue From Exchange Transactions 

GRAP 10 

Financial Reporting in Hyperinflationary Economies 

GF^P 11 

Construction Contracts 

GRAP 12 

Inventories 

GRAP 13 

Leases 

GRAP 14 

Events After the Reporting Date 

GRAP 16 

Investment Property 

GRAP 17 

Property, Plant and Equipment 

CRAP 19 

Provisions, Contingent Liabilities and Contingent Asset 

GRAP 100 

Non-current Assets Held for Sale and Discontinued Operations 

GRAP 101 

Agriculture 

GRAP 102 

intangible Assets 
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UMVOTI MUNICIPALITY 
ACCOUNTING POLICIES 
TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2010 


Accounting policies for materiai transactions, events or conditions not covered by the 
above GRAP standards have been developed in accordance with paragraphs 7,11 
and 12 of GRAP 3. These accounting policies and the applicable disclosures have 
been based on the South African Statements of Generally Accepted Accounting 
Practices (SA GAAP) including any interpretations of such Statements issued by the 
Accounting Practices Board. 


A summary of the significant accounting policies are disclosed below. 

These accounting policies are consistent with the previous year, unless otherwise 
stated. 

1.1 Presentation of currency 

These annual financial statements are presented in South African Rand, which is the 
functional currency of the Municipality. 

1 .2 Going concern assumption 

These annual financial statements have been prepared on a going concern basis. 

1.3 Standards, amendments to standards and interpretations issued but not yet 
effective 


GRAP 18: Segment Reporting - issued March 2005: 


Compliance with this standard would have had an effect on the presentation only. 
Financial information would have been reported by segments. The disclosure of this 
information will assist users of the financial statements to better understand the 
entity’s past performance and to identify the resources allocated to support the major 
activities of the entity. 



UMVOTI MUNICIPALITY 
ACCOUNTING POLICIES 
TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2010 


GRAP 23: Revenue from Non-Exchange Transactiona (Taxes and 
Transfers) - Issued February 2008: 


Non-exchange transactions in which the entity receives services without directly giving 
approximately equal value in exchange, has not been accounted for as revenue. 

These transactions are minimal and are considered immaterial. Refer to paragraph 9 
for compliance in the current year. 


GRAP 24: Presentation of Budget Information in Financial Statements - 
Issued November 2007: 


Compliance with this standard would have had an effect on the presentation only. The 
budget information is currently disclosed in the appendices. 


GRAP 103: Heritage Assets - Issued July 2008: 


Compliance with this standard will not have an impact on the current financial 
information as the recognition and measurement requirements of the standard have 
already been adopted. 

2. HOUSING DEVELOPMENT FUND 


The Housing Development Fund was established in terms of the Housing Act, {Act No. 
107 of 1997). Loans from national and provincial government used to finance housing 
selling schemes undertaken by the Municipality were extinguished on 01 April 1998 
and transferred to a Housing Development Fund. Housing selling schemes, both 
complete and in progress as at 01 April 1998, were also transferred to the Housing 
Development Fund. In terms of the Housing Act. all proceeds from housing 
developments, which include rental income and sales of houses, must be paid into the 
Housing Development Fund. Monies standing to the credit of the of the Housing 
Development Fund can be used only to finance housing developments within the 
municipality area subject to the approval of the Provincial MEC responsible for 
housing. 


UMVOTI MUNICiPALiTY 
ACCOUNTING POLICIES 
TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2010 

3. RESERVES 

3.1 Capital Replacement Reserves (CRR) 

In order to finance the provision of infrastructure and other items of property, plant and 
equipment from internal sources, amounts are transferred from the accumulated 
surplus to the CRR in terms of a Council resolution. A corresponding amount is 
transferred to a designated CRR bank or Investment account. The cash in the 
designated CRR bank account can only be utilized to finance items of property, plant 
and equipment. The CRR is reduced and the accumulated surplus is credited by a 
corresponding amount when the amounts in the CRR are utilized. 


The amount transferred to the CRR is based on the municipality's need to finance 
future capital projects included in the integrated Development Plan. 


CCR is included in Accumulated Surplus In the Statement of Financial Position. 


3.2 Capitalisation Reserve 

On the implementation of GRAP, the balance on certain funds, created in terms of the 
various Provincial Ordinances applicable at the time, that had historically been utilized 
for the acquisition of items of property, plant and equipment, have been transferred to 
a Capitalisation Reserve instead of the accumulated surplus in terms of a directive 
(budget circular) issued by National Treasury. The purpose of this Reserve is to 
promote consumer equity by ensuring that future depreciation expenses that will 
be incurred over the useful lives of these items of property, plant and equipment are 
offset by transfers from this reserve to the accumulated surplus/deficit. 

The balance in the Capitalisation Reserve equals the carrying value of the items of 
property, plant and equipment financed from the former legislated funds. When items 
of property, plant and equipment are depreciated, a transfer is made from the 
Capitalisation Reserve to the accumulated surplus/deficit. 

When an item of property, plant and equipment is disposed of, the balance in the 
Capitalisation Reserve relating to such item is transferred to the accumulated 
surplus/deficit. 

Capitalisation Reserve is included in Accumulated Surplus/deficit 
in the Statement of Financial Position. 


UMVOTI MUNICIPALITY 
ACCOUNTING POLICIES 
TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2010 

3,3 Government Grant Reserve 

When items of property, plant and equipment are financed from government grants, a 
transfer is made from the accumulated surplus to the Government Grants Reserve 
equal to the Government Grant recorded as revenue in the Statement of Financial 
Performance in accordance with a directive {budget circular) issued by National 
Treasury. When items of property, plant and equipment are depreciated, a transfer is 
made from the Government Grant Reserve to the accumulated surplus equal to the 
amount of the annual depreciation. The purpose of this policy Is to promote 
community equity by ensuing that future depreciation expenses that will be incurred 
over the useful lives of government grant funded items of property, plant and 
equipment are offset by transfers from this reserve to the accumulated surplus/deficit. 

When an item of property, plant and equipment financed from government grants is 
disposed of, the balance in the Government Grant Reserve relating to such item is 
transferred to the accumulated surplus/deficit. 

Government Grant Reserve is included in Accumulated Surplus/deficit in the 
Statement of Financial Position. 


3.4 Donations and Public Contribution Reserve 

When items of property, plant and equipment are financed from public contributions 
and donations a transfer is made from the accumulated surplus to the Donations and 
Public Contribution Resenre equal to the donations and public contributions recorded 
as revenue in the Statement of Financial Performance in accordance with a directive 
{budget circular) issued by National Treasury. When such items of property, plant and 
equipment are depreciated a transfer is made from the Donations and Public 
Contributions Reserve to the accumulated surplus. The purpose of this policy is to 
promote community equity and facilitate budgetary control by ensuing that sufficient 
funds are set aside to offset the future depreciation charges that will be incurred over 
the estimated useful life of the item of property, plant and equipment financed from 
donations and public contributions. 

When an item of property, plant and equipment financed from government grants is 
disposed of, the Donations and Public Contributions Reserve relating to such item is 
transferred to the accumulated surplus/deficit. 

Donations and Public Contribution Reserve is included in Accumulated Surplus/Deficit 
in the Statement of Financial Position. In the prior year it was separately disclosed. 


UMVOTI MUNICIPALITY 
ACCOUNTING POLICIES 
TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2010 

3.5 Revaluation Reserve 


The surplus arising from the revaluation of the timber plantations is credited to the 
revaluation reserve. 

The plantations have been leased to Messrs Mondi Forests for a period of 30 years 
commencing on 1 October 1987. In accordance with the lease agreement, the rental 
payable is adjusted annually based on 90% of the increase in the consumer price 
index. During the current year the rental amounted to R 1 924 257. The agreement 
also provides that the Lessee shall use its best endeavours to fell timber in a proper 
cycle in order to attempt to secure that when the lease expires. The Council will 
receive the plantations in a proper cycle with a reasonable spread of age classes. The 
timber plantations are reflected at the estimated fair value as at 31 July 2010 
calculated by the council's consultants. 


4. PROPERTY, PLANT AND EQUIPMENT 

Property, plant and equipment, is stated at cost, less accumulated depreciation . 

Land is not depreciated as it is deemed to have an indefinite life. 

The cost of items of property, plant and equipment acquired in exchange for a non- 
monetary or monetary asset, or a combination of monetary and non-monetary assets 
is measured at its fair value .If the cost can not be measured at its fair value, its cost is 
measured at the carrying amount of the asset given up. 

Subsequent expenditure is capitalized when the recognition and measurement criteria 
of an asset are met. 

Depreciation is calculated based on cost, using the straight-line method over the 
estimated useful lives of the assets. The annual depreciation rates are based on the 
following estimated asset lives;- 
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UMVOTI MUNICIPALITY 
ACCOUNTING POLICIES 
TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2010 



YEAR 

OTHER 

YEARS 

Infrastructure 




Roads and Paving 

10 to 

20 

Buildings 

30 

Pedestrian Malls 

30 

Air Conditioners 

7 

Major Sub Station Buildings 

20 

Other Vehicles 

5 

Transformers and related 
equipment 

20 

Office equipment 

5 

Mains 

20 

Furniture and Fitting 

10 

Housing 

30 

Radios 

5 

Street Lights 

20 

Robots 

10 



Other items of plant and 
equipment 

3 





Community 




Buildings 

30 



Security 

5 




The gain or loss arising on the disposal or retirement of an item of property, plant and 
equipment is determined as the difference between the sales proceeds and the 
carrying value and is recognized in the Statement of Financial Performance. 

Where the carrying amount of an item of property, plant and equipment is greater than 
the estimated recoverable amount, it is written down immediately to its recoverable 
amount and an impairment loss is charged to the Statement of Financial Performance. 

in 2009/2010 the requirements of GRAP17 were not complied with as follows: 

• Review of useful life of items of property, plant and equipment recognized in the 
annual financial statements. 

• Review of depreciation method applied to property, plant and equipment 
recognized in the annual financial statements 

• Testing for and impairing any items of property, plant and equipment 
recognized in the annual financial statements 

The council has appointed MAMS to ensure that GRAP 17 is fully complied with by the 
end June 201 1 (see note 10). 


UMVOTI MUNICIPALITY 
ACCOUNTING POLICIES 
TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2010 

5. FINANCIAL INSTRUMENTS 


5.1 Investments 


Invesbnents, which include short-term deposits invested in registered commercial 
banks, are categorised as either held-to-maturity where the criteria for that 
categorisation are met, or as loans and receivables, and are measured at amortised 
cost. Where investments have been impaired, the carrying value is adjusted by the 
impairment loss, which is recognised as an expense in the period that the impairment 
is identified. Impairments are calculated as being the difference between the carrying 
amount and the present value of the expected future cash flows flowing from the 
instrument. On disposal of an invesbnent, the difference between the net disposal 
proceeds and the carrying amount is charged or credited to the Statement of Financial 
Performance. 

5.2 Cash and cash equivalents 

Cash includes cash on hand and with banks. Cash equivalents are short- term highly 
liquid investments that are held with registered banking institutions with maturities of 
six months or less and are subject to an insignificant risk of change in value. 

For the purposes of the cash flow statement, cash and cash equivalents comprise 
cash on hand, deposits held on call with banks and investments in financial 
instruments, net of bank overdraft. 

Bank overdrafts are recorded based on the facility utilized. Finance changes on bank 
overdraft are expensed as incurred. 

5.3 Debtors 

Debtors are recognized at fair value less provision for impairment. A provision for 
impairment of debtors is established when there is objective evidence that the 
municipality will not be able to collect all amounts due according to the original terms 
of the debtors. The amount of the provision is the difference between that asset's 
carrying amount and the present value of estimated future cash flows, discounted at 
the effective interest rate. Impairment losses are recognized in the Statement of 
Financial Performance. 

An estimate is made for doubtful debts based on the categorization of debts and a 
review of past trends in collection rates applied to all outstanding amounts at year- 
end. 


UMVOTI MUNICIPALITY 
ACCOUNTING POLICIES 
TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2010 

5.4 Borrowings and other financial liabilities 

Borrowings are recognized initially at fair value, net of transaction costs incurred. 
Borrowings are subsequently stated at amortised cost; any difference between the 
proceeds (net of transaction costs) and the redemption value is recognized in the 
statement of financial performance over the period of the borrowings using the 
effective interest method. 

Long term borrowings are non-derivative financial loans and the municipality does not 
hold loans for trading purposes. Long term borrowings are utilized solely for funding 
capital projects and the book value is disclosed at amortised cost. 

Other financial liabilities are carried at amortised cost. 

6. INVESTMENT PROPERTIES 


Investment property consists of timber plantations which has been leased to Mondi 
Forest. Investment property is recognized at its initial cost and revalued annually by a 
recognized professional valour to net realizable open market value for existing use. 
The carrying value of the property is adjusted to the revalued amount and the resultant 
surplus or deficit is credited or debited to the revaluation reserve. Impairment losses 
will be treated as a revaluation decrease to the extent that the impairment toss does 
not exceed the revaluation surplus for that same asset. Impairment losses over and 
above the revaluation surplus will be expensed to the statement of financial position. 


7. INVENTORIES 

Inventories are initially recognized at cost. Cost generally refers to the purchase price, 
plus taxes, transport costs and any other costs in bringing the inventories to their 
current location and condition. Where inventory is manufactured, constructed or 
produced, the cost includes the cost of labour, materials and overheads used during 
the manufacturing process. 

Subsequent Measurement 

Consumable stores and maintenance materials are valued at the lower of cost and net 
realisable value. In general, the basis of determining cost is the weighted average 
method. 
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UMVOTI MUNICIPALITY 
ACCOUNTING POLICIES 
TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2010 


Unsold properties are valued at the lower of cost and net realisable value on a 
weighted average cost basis. Direct cost are accumulated for each separately 
identifiable development. Cost also include a proportion of overhead costs. 

Redundant and slow-mowing inventories are identified and written down from cost to 
net realisable value with regard to their estimated economic or realisable values. 

8. ACCOUNTS RECEIVABLE 

Accounts receivable are carried at anticipated realisable value. An estimate is made 
for doubtful receivables based on a review of all outstanding amounts at year-end. 

Bad debts are written off during the year in which they are identified. Amounts that are 
receivable within 12 months from the reporting date are classified as current 

9. TRADE CREDITORS 

Trade creditors are initially measured at fair value, and are subsequently measured at 
amortised cost, using the effective interest rate method.. 

10. REVENUE RECOGNITION 

10,1 Revenue from exchange transactions 

Services charges relating to electricity are based on consumption. Meters are read 
monthly and recognized as revenue when invoiced. Provisional estimates of 
consumption are made monthly when meter readings have not been performed. The 
provisional estimates of consumption are recognized as revenue when invoiced. 
Adjustments to provisional estimates of consumption are made in the invoicing period 
in which meters have been read. These adjustments are recognized as revenue in 
the invoicing period. Revenue from the sale of electricity prepaid meter cards are 
recognized at the point of sale. 

Service charges relating to refuse removal are recognized on a monthly basis in 
arrears by applying the approved tariff to each property. Tariffs are determined per 
category of property usage, and are levied monthly based on the number of refuse 
containers on each property, regardless of whether or not all containers are emptied 
during the month 

Interest and rentals are recognized on a time proportionate basis. 

Revenue arising from the application of the approved tariff of charges is recognized 
when the relevant service is rendered by applying the relevant gazetted tariff. This 
includes the issuing of licenses and permits. 
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UMVOTI MUNICIPALITY 
ACCOUNTING POLICIES 
TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2010 

Income for agency services is recognized on a monttily basis once the income 
collected on behalf of agents has been quantified. The income recognized is in terms 
of an agency agreement. 

Finance income from the sale of housing by way of installment sales agreements or 
finance leases is recognized on a time proportionate basis. 

Revenue from the sale of goods is recognized when the risk has passed to the 
consumer. 

Revenue from public contributions is recognized when all conditions associated with 
the contribution have been met or, where the contribution is to finance property, plant 
and equipment, when such item of property, plant and equipment is brought into use. 
Where public contributions have been received but the municipality has not met the 
condition, a liability is recognized. 

10.2 Revenue from non^exchange transactions 

Revenue from property rates is recognized when the legal entitlement to this revenue 
arises. Collection charges are recognized when such amounts are legally 
enforceable. Penalty interest on unpaid rates is recognized on a time proportionate 
Basis. 

Fines constitute both spot fines and summonses. Revenue from spot fines and 
summonses is recognized when payment is received. 

Donations are recognized on a cash receipt basis or where the donation is in the form 
of property, plant and equipment, when such items of property, plant and equipment 
are brought into use. 

Contributed property, plant and equipment is recognized when such items of property, 
plant and equipment are brought into use. 

Revenue from the recovery of unauthorized, irregular, fruitless and wasteful 
expenditure is based on legislated procedures, including those set out in the Municipal 
Finance Management Act (Act No. 56 of 2003) and is recognized when the recovery 
thereof from the responsible Councillors or officials is virtually certain. 

11 . CONDITIONAL GRANT AND RECEIPTS 

Revenue received from conditional grants and donations is recognized as revenue to 
the extent that the Municipality has complied with any of the criteria, conditions or 
obligations embodied in the agreement. To the extent that the criteria, conditions or 
obligation have not been met, a liability is recognized. 
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UMVOTi MUNICIPALITY 
ACCOUNTING POLICIES 
TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2010 


12. Leases 

12.1 Finance leases 

Leases of property plant and equipment are treated as finance leases if the lease 
transfers substantially all the risk and rewards incidental to ownership of the relevant 
asset to the municipality. Where a lease meets the definition of a finance lease, it is 
recognized in the statement of finandai position as an asset and liability at the 
commencement of the lease term. 

12.2 Operating lease 

Lease payments in terms of operating lease agreements are recognized as an 
expense in the statement of financial performance 


13 PROVISIONS 


Provisions are recognized when the Municipality has a present or constructive 
obligation as a result of past events and it is probable that an outflow of resources 
embodying economic benefits will be required to settle the obligation and a reliable 
estimate of the provision can be made. Provisions are reviewed at reporting sheet 
date and adjusted to reflect the current best estimate. Non-current provisions are 
discounted to the present value using a discount rate based on the average cost of 
borrowing to the municipality. 


14. TAX 

The Municipality is exempted from tax in terms of section 10(1 )(a) of the Income Tax 
Act. 

15. UNAUTHORISED EXPENDITURE 

Unauthorised expenditure is expenditure that has not been budgeted, expenditure that 
is not in terms of the conditions of an allocation received from another sphere of 
government, municipality or organ of state and expenditure in the form of a grant that 
is not permitted in terms of the Municipal Finance Management Act (Act No. 56 of 
2003), Unauthorised expenditure is accounted for as an expense in the Statement of 
Financial Performance and where recovered, it is subsequently accounted for as 
revenue in the Statement of Financial Performance. 
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UMVOn MUNICIPALITY 
ACCOUNTING POLICIES 
to THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2010 

16. IRREGULAR EXPENDITURE 


Irregular expenditure is expenditure that is contrary to the Municipal Finance 
Management Act (Act No 56 of 2003), the Municipal System Act (Act No. 32 2000), 
the Public Office Bearers Act (Act No. 20 of 1 998) or is in contravention of the 
Municipality's supply chain management policy. Irregular expenditure excludes 
unauthorised expenditure. Irregular expenditure is accounted for as expenditure in the 
Statement of Financial Performance and where recovered, it is subsequently 
accounted for as revenue in the Statement of Financial Performance. 

17. FRUITLESS AND WASTEFUL EXPENDITURE 


Fruitless and wasteful expenditure is expenditure that was made in vain and could 
have been avoided had reasonable care been exercised. Fruitless and wasteful 
expenditure is accounted for as expenditure in the Statement of Financial 
Performance and where recovered, it is subsequently accounted for as revenue in the 
Statement of Financial Performance. 

18. COMPARATIVE INFORMATION 

18.1 Current Year Comparatives 

Budgeted amounts have been included in the annual financial statements for the 
current and previous financial years 

18.2 Prior Year Comparatives 

When the presentation or classification of items in the annual financial statements is 
amended, prior period comparative amounts are restated. The nature and reason for 
the reclassification is disclosed. Where there has been a change in accounting policy 
in the current year, the adjustment is made retrospectively as far as is practicable, and 
the prior year comparatives are restated accordingly. 


ACCOUNTING OFFICERS REPORT 
TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2010 


THE CHALLENGE OF CHANGE 

It has been a very challenging year for the Umvoti Muncipality, Especially in 
regard to implementation of the provisions of the Municipal Property Rates Act. 
The economic recession has negatively affected the communit/s ability to pay 
and this is reflected in the financial results. 

It is commendable that, in my opinion as Municipal manager, the management 
team has excelled in ensuring that the Umvoti Muncipality has delivered services 
to the community under very trying circumstances. The results for the year under 
review are set out as follows. 

1. Financial Statement Ratios 



2010 

2009 


R 

R 

Personnel Costs 

22% 

26% 

Remuneration of Councillors 

4% 

5% 

Bad Debts 

3% 

3% 

Depreciation 

14% 

16% 

Repairs And Maintenance 

3% 

4% 

Bulk Purchases: Electricity 

18% 

18% 

General Expenses 

24% 

16% 

Contracted Services 

10% 

9% 

Grants and Subsidies paid 

2% 

3% 

Total Expenses 

100% 

100% 


2. POST BALANCE SHEET EVENTS 


Nil 



ACCOUNTING OFFICERS REPORT 
TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2010 

3. RECONCILIATION OF BUDGET TO ACTUAL RESULTS 


Operating Budget 



R 

Budget Deficit Before Appropriations 

(1 117 473) 

Revenue Variances 

5 297 704 

Expense Variances - Personnel Costs 

1 992 014 

• Councilor's Remuneration 

(43 455) 

- General Expenses 

(7 810 134) 

- Electricity Purchases 

660 270 

- Repairs And Maintenance 

610 922 

> Depreciation 

186172 

- Contracted Services 

12 959 345 

- Contributions doubtful debts 

(486 545) 

-Grants and subsidies 

816 422 

-Interest paid 

(24 269) 

Actual Surplus Before Appropriations 

2 940 973 


The positive revenue variances are explained in annexure “E1" to the financial 
statements 

Major variations from the expenditure budget are explained in annexure “E 1" to 
the financial statements. 


Capital Budget 


DESCRIPTION 

BUDGET 

ACTUAL 

VARIANCE 

Buildings 

9 045 000 

366 463 

(8 678 537) 

Infrastructure 

12 482120 

18 230 658 

5 748 538 

Community Assets 

6 399 442 

1 800 765 

(4 598 677) 

Heritage Assets 

25 000 


(25 6"00) 

Housing 

29 848 031 

1 834 444 

(28 013 587) 

Other 

5 425 700 

1 487 081 

(3 938 619) 

Total 

63 225293 

23 719 411 

(39 505 882) 


The savings are mainly due to delays in planning or arranging funding. The excess 
on office and accounting machines was mainly due to urgent replacement of 
machines that could not be repaired due to unforeseen circumstances. 
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ACCOUNTING OFFICERS REPORT 
TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2010 


4. EXPRESSION OF APPRECIATION 

I am grateful to the Mayor, Speaker, Executive Committee and Councillors, the 
chief financial officer, Manager Corporate Services, Manager Engineering 
Services and staff in general, our financial consultant Mr S.D Van Der Merwe and 
in particular to the local representatives of the Auditor General for their support 
and willingness to go the extra mile during the 2009/201 0 financial year, which 
proved to be a very difficult year for all.. 




I? 



URflVOTI LOCAL MUNICIPALITY 



STATEMENT OF FINANCIAL POSITION AT 30 JUNE 2010 



Note 

2010 

2009 



R 

R 

NET ASSETS AND UABIUDES 




Net assets 


134,910,152 

178,158,270 

Housing Development Fund 

1 

8,630,505 


7,952,445 


Revaluation reserve 


46,824,481 


43,036,121 


Accumulated Surplus 

2 

129,455,166 


127,169.704 


Non - current liabilities 


6,113,363 


Long tenrr liabilities 

3 

207,460 




Post Retirement Benefits 

5 

6,791.000 




Non * current provisions 

5 

1.114,903 




Current ilabllitfes 


18,251,790 

21,815,252 

Consumer deposits 

4 

1,709.005 


1,613,727 


Provisions 

5 

466,097 


330,187 


Creditors 

6 

10,054.377 


8,359,706 


Unspent conditional grants and receipts 

7 

5,656.584 


11,511,632 


Value Added Tax 

S 

208,967 




Shortterm loans 

Bank overdraft 

9 





Current portion of long term liabilities 

3 

106,760 








Total Net Assets and UabltHies 


211,275,305 

199.973,522 

ASSETS 




Non - current assets 


152,318,534 

139.142,982 

Property , plant and equipment 

10 

105,432,372 


96,026,125 


Investment property 

11 

46,824,481 


43.036,121 


Investments 

12 





Long term receivables 

13 

61,681 


80,736 


Current assets 


50,966.771 

60.630.540 

Inventory 

14 

1,312.017 


1,196,314 


Consumer debtors 

15 

15,018.211 


4,847,932 


Other debtors 

16 

2,372,808 


2,547,224 


Current portion of long term debtors 

13 

21,422 


23,655 


Value added tax 

6 



321.706 


Call investment deposits 

17 

38,767.919 


50,133,323 


Bank balances and cash 

18 

1,464 394 


1.760,386 






Total Assets 


211,275,305 

199.973.522 
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umvon LOCAL municipauty 






STATEMENT OE FINANCtAL PERFORMANCE 






FOR THE YEAR ENDED 30 JUNE 2010 




I BUDGET 


1 

1 ACTUAL 1 







200d 


2010 

REVENUE 

Note 

2910 


2009 


R 


R 



R 


R 


10,a&3,147 


16,642,553 

Propofty rates 

19 

21,027,747 


11,058,100 


1,020,000 


1,000,000 

Property rates * penalties Imposed and collection charges 


1,084,832 


1,363,962 


20,734,323 


32,706,900 

Service charges 

20 

32.824,518 


24.378,643 


2,341,330 


2,710,650 

Rental of facilities and equipment 


2,826,926 


2,651,192 


3,600,000 


2,500,000 

interest earned > external investments 


3.279,469 


5,671,776 


287,020 


314.000 

Interest earned * outstanding debtors 


191,989 


292,243 


359,000 


604,000 

Fines 


434,462 


674.905 


1,039,624 


1,625.300 

Licences and pennits 


1,655,984 


1.537,387 


690,000 


760,000 

Income for agency services 


817.162 


757,111 


15,055,000 


42.244,901 

Government grants and subsidies 

21 

42,746,290 


40,512,529 


58,300 


64,400 

Other tnconte 

22 

396,359 


326.962 


100,000 


700,000 

Gain on disposal of property .plant and equipment 


84,668 


39,667 





Reversal of Bad Debt Provision 

2 

7,926,454 




56,564.144 

102,074.704 

Total Revenue 


115.300,662 

89.464.457 



EXPENDITURE 




21,590,634 


24,862.679 

Employee related costs 

23 

22,890,865 


18,981,673 


4.295,666 


4.304,584 

Remuneration of Councillors 

24 

4.348,039 


3,926,073 





Retirement and \or>g service benefits 

5 

8,112,000 




850,000 


2,950,000 

Bad debts 

2 

3,436,545 


2,269.238 





Collection costs 






9.677,797 


14,653,400 

Depfeclation 


14,667.228 


11.416,692 


3.523,276 


4,046,339 

Repairs and maintenance 


3,435,417 


3,050,669 





Interest paid 

25 

24.269 




11,000,000 


19,300,000 

Bulk purchases 

26 

18,039,730 


12,656,494 


6,413,400 


23,428,549 

Contracted services 

28 

11,280,561 


6,402,827 


1,026,000 


2,350,000 

Grants and subsidies paid 

27 

1,533,578 


2,182,653 


11,530.957 


17,176,426 

General expenses 

28 

23,969.066 


10,604.659 





Loss on disposal of property.ptant and equipment 






69,930,134 

113,292,177 

Total Expenditura 


1 12,337.338 

71,871.198 







03,374.990) 

01 ,21 7,473) 

Surplus tDeflcIt) for the year 


2,963.524 

17,593,259 



Refer to Appendix £ .1 for explanation of variances 
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UMVOTt LOCAL MUNICIPALITY 

CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE 2010 


CASH FLOW FROM OPERATING ACTIVITIES 

Cash receipts from ratepayers, government and other 
Cash paid to suppliers and employees 
Cash generated from (utilised in ) operations 

Interest received 
Interest paid 

NET CASH FROM OPERATING ACTIVITIES 

CASH FLOWS FROM INVESTING ACTIVITIES 

Purchase of property, plant and equipment 
Purchase of housing infrastructure 
Proceeds on disposal of property, plant and equipment 
(Increase) decrease in investment properties 
(Increase) decrease in non - current receivables 
(Increase) decrease in non - current investments 
(Increase) decrease in call investments 

NET CASH FROM INVESTING ACTIVITIES 

CASH FLOWS FROM FROM FINANCING ACTIVITIES 

New loans raised (repaid ) 

Increase (decrease ) in consumer deposits 
Increase (decrease ) in short term loans 

NET CASH FROM FINANCING ACTIVITIES 

NET INCREASE (DECREASE ) IN CASH AND CASH EQUIVALENTS 

Cash and cash equivalents at the beginning of the year 
Cash and cash equivalents at the erKi of the year 


Note 


29 

25 


30 


2010 

2000 

R 

R 


93.671,377 

77,775.698 

(85.087.717) 

(56,516.362) 

8.583,660 

21.259,336 

3.279,469 

5,871,776 

(24.269) 



11,838,860 

27.131,112 


(24,073,476) 

(29.677.153) 

84.667 


19,065 

138 

(23,980,764) 

(20,677,016) 


314.220 

155,278 

41,093 

469,498 

41,093 


(11,861,396) 

(2,604,810) 


51,693,709 

54.398,519 

40,232,313 

51,893.709 

11,661,396 

2.504,810 


^0 


UMVOTI UieAl MtMICir AUTY 

MOTU TO TOE fWANCUL STATWIBHT* fOtk tW TEW EMMO M JUNE It1« 



3«14 

3004 


R 

R 

1 HOUSINO OtVELOfMEMT FUMO 

Untpprapn*l«il tutpkit 


T.441.03S 

Lokw «i«iiguMia4 by Qomiurmwl on 1 Api* 1H« 

375 480 

375.980 

ContrtMlwi lo «Olt «t «*r>ncti • *9Z aHM 


(384.5801 


I.030.SOS 

T.4M.448 

m Hotialng Otw«iaEAi*iit Fum* It rapfnairttd ^ «i« fobowlnB MMta tod dawwiit 
Prap«fly.ptMia«idaqifip(nMt{Mait«tt 10) 

HMilna MOft9 KPwni tom 1 iA* > 

S4.N7 

90 JH 

Houftog miMi «n« toatiimtfd dcDlOft I «m AOtt IS ) 

127 .M8 

184,277 


•.41T.T49 

7703L3W 


8.030J9M 

7 853,448 

rradltiift 

Tout tiMfitog Oavatopitwid FumI Atatn and LitoMMat 

8J30.509 

7.453,448 

2 ACCUMUL«TlD9Ultl*lOi 

3.1 ThttoMMlneHafltitfttmttMttHngfMOHlwIhlAttMActijmuMadSMlptoa. 



CnpNtl RtptoCIwaWI RtUArt 

eala(ict«t»JuA*SOOI 

«. 384.334 

8.914,141 

Tfanttar 

Pnp«tiy.Pt*«il tad EqMpantM puieAMtd w Ctpttat Rtptootmtnt 

(4.0f4.«47} 

(3.858,817) 

Rmnai ol PrevaMon tor BM DM 

fltUMA* Ml JtHM »10 

1.2TS.417 

8.300.334 

Gawnanant Qr«tl Rf««rv« 

Bftooei atWAmtSM* 

73,700.013 

58,888,783 

CapW oraiM* vm 4 to flaam Propfrty.PtoM aad Eq^pmaat 

13,415.478 

34.1 •0.873 

Tnnttor 


1.334.300 

Ottaantog ol OtprtdatiGA 

14.8SS.t15> 

(7.848.843) 

fiatantt at 34 ton* 2010 

78J«2.3n 

73700.013 

CaptMuVon Rttani 

Balanoi al 30 Jtina 30M 

13.183.102 

14.8tS3TT 

Tianstof 


1784,330) 

nifiiitfig al flipff Ullnn 

11.730.730) 

11.987.1481 

aatMWiaOO Jum3010 

14.433.3W 

13.183.103 

n«MrrH*n(H 

44.483.4^ 

34.448.109 

TOTAL accumulated SUftPUIB 

1 34.432 jOlf 

137.184.704 

3.3 A««u4nuwad SutpM 

BilMioa pvrrioatlY taptflad 

131,I3T.1T8 


5utptot<daid4 torfia ytar 

3,983434 


Tnntitr to Htuitog DtvttopawfM FuaO 

(8I*.060) 


Titnaltr 40M UmptMt CondtoMtoi CrMto ( iftor Appwtoto F 1 

5,333437 


OMtog pttot v«art UMpwit CtflcMtonal Qianto w** avtitlataO Out to: 
lOGMtaet aloaOoa af gnM fundad atpdtdtod*. tAd 

tot vat rtcttvwy to rttpadt of Input UAT on gtwd tondtE pto|i«to «u AM 

^inatonadlD hcMM ^rttor Kntla(i«< Tnatiav MFMA ttodilit rto.ai daitd 3 Ma««li 30Of 

WMi fttoiwia* to OEAP 3 Uto opmUao OdtoMd* Oddd totutoC Th* tranataatoot 

cwdd nat ba nitMd M tot tyatoM «a«to nto ba thait«td to toddiy vniUMtlMi In htotatp 

139.485.187 


3.3 Changa la AooounHng Eaumato 

AavanalolDadDaMPtovIttoA „„„„ 



OouMtol Dabt Fiovtoton 

Batoitoa al Uulf 3tf0i 

8,138.37? 


W»toOil3044f3«tO 

(449403> 


CMtoiMiOA3«4tOOl4 

3.430.S48 


RavatoM 01 Bad Otbl Ptovbiwi 




3.154480 


3 LONG TERM LiABClTIEB 

Ftoanct laataa 

314.320 


Currato podtod al tong larm IMilHiaa 

O08,7«O» 


Long tann portion 

30T.W 





4 CONSUMER OEPOBITS 

ElfftTkAv 

1.784.008 

1.813.737 


1784.005 

1.813.737 

Guarantaaa haU to ttou of atoctoeay dapoabi( R 344400 ) 
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UMVOTt LOCAL MUNICIPAUTY 

MOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010 

2010 

R 

2009 

R 

S PROVISIONS AND DEFINED BENEFITS 



0.1 Provlalortt Currant 

Performance bonua 

250.000 

250,000 

Provison lor Lon9 Sarvioa awarda 

206.097 

80,187 


456.097 

330,187 

Trie movemeni In provtsiona it recoodferf aa foiowo: 

BalaiKa at beginnino of year 

330,187 

152.793 

Ccrvtrifautioni to provisiona 

206.097 

308,187 

ExpartoHure 

Transfar from non •> currant provialoni 

(80.187) 

(128,793) 

Baianc* at and of year 

5.2 Daflrtod BtnaM OUlgatfona - Long Sarvica Awards 

Movannant k\ tba dafinad banaflt oMigatton it as follows; 

456,097 

330.187 

Bafanca at baginning of yaar 

Currant aafvica cost 

125,000 


Intarastcoot 

115.000 


Amoittaatiorr * unraoognisad rtot ( gain ) lost 

(1,000) 


Raoognitlofi ot praviously unreoognisad dafinad banafH liabiBly 

1.062.000 

1,321.000 


Lasa; tranatorrad to currard provisions 

(206.097) 


Batanoa at and of year 

Employoai racaiva adOitionat leave in respect of long sarvica 
awarda, as fcOowi: 

1.114.903 


10 years sarvioa 

10 days 


1$ yaars sannca 

20 days 


20 yaars sarvica 

30 days 


25 years sarvioa 

30 days 


30 yaars sarvios 

30 days 


33 yean sarvioa 

30 days 


40 years sarvica 

30 days 


45 yaars sarvtoa 

The actusdal valualion method used to vahia the KafaMtiss is tha 

Prolactad Unit Method prascrlbad by IAS 10. 

Tha aconomicasfumpdOAs used in aesaasing tha accounting 
provjskms ware as fotows; 

30 days 


Discount rata 

0 


Inflation rata 

0 


Salary increase rote 

54 Ratlremam BeneOta 

Post amptoyrnant medical benefits 

Tha MunicipalHy oparatas on 2 accreditad medical aid schemes 
namely Kay Health and Bonitas. 

Pensiontf s conitAua on tha option (hey belongad to on the day 
of thdr redremant. Tha independent vafciara , Alaxandar Forbaa 

Health (Ptyl Ltd oantod out a statutory valualion (mi 30 June 2010 

Tha prindpa) aduartot assumpdont used ware as folows: 

0 


Discount rata par annum 

0 


Haafih care cost indatton 

0 


Salary Inflaiion 

0 


Number of conlinusUon mambara 

2f 


ESgibta in - service mambefs 

A racondbitton of the accrued Gability at 30 June 2010 is sat 
out below; 

Nil 


Balance at beginning of year 

Intarast cost 

603,000 


Expadad employer banartt payments 

(358,000) 


ActuariaK gain! loss 

12,000 


Racogntlton cf previously unrecogdsad defined benefit iabifty 

8,534,000 


Balance at the end of tha year 

8,791,000 
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OMVOTI LOCAL MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010 


2010 2000 

R tt 


e CREDITORS 

Trad« cradltofs 

3,735.524 

2.551,964 

Payfn«nts racaivtO in advance 

1,419,412 

2.037.241 

Retention 

2.632.459 

1.830,425 

Stair leave 

1,127.973 

933,901 

Oeposite oltter 

1.093.498 

951,175 

Other creditors 

6.503 


The fair value ol trade and other creditors approximates the^ carrying value. 

10,054.377 

8.359.709 

7 UNSPENT CONDtTIONAL GRANTS AND RECEIPTS 

7.1 Conditional grants from other spheres of govemmentt see note 21 ) 

5,653.534 

11.511,632 

7.Z Other conditional receipts 

Public contributions 

0 


Total condiUonel grants and receipts 

Refer Appendix F 

These amounis are invested in a ring - fenced investment untill utilised. 

S.659.584 

11.511.332 

9 VAT 

VATrefPnddue 

450.730 

820,305 

Vat provision 

(659,997) 

(499,099) 

VAT Is payable on the receipts basis 

The vat provision represents vat raised (Consumer Debtors) not yet received 

9.1 The Municiaplity has appointed MaxProf (PTY) LTD to conduct a vat audit 
and is awaiting the outcome themof 

(208,967) 

321,709 

9 SHORT TERM LOANS 

0 

- 


25 
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UMV07I LOCAL MUNICIPAUTY 

NOTES TO THE FIHANCIAt STATEMENTS FOR THE YEAR ENDED SC JUNE 2010 

2010 

R 

2008 

R 

11 INVESTMENT PROPERTY 



Valuation 

46.624.481 

43.0W.121 

Carrying value at beginning of Finenciel Year 

43,038.121 

43,573,543 

Revaluation of timber 

3.786.360 

1537.428) 

Catwtno value at end of Financial Year 

The timber pfamalions reflect their present value as prepared by an independent valuer 
being Mr A Oeugheity. 

The value of immature timber plantations has been determeied by epplying the Fauslmann 
Formula which Is a widely accepted method of determining the value of a ^antation at any 
age from establishment to malurtty. 

The present prices for the various categories of timber have been applied, and (he 
present day costs of harvesting, transport and othar silvicultunit operations as determined 
by Ihe Forest Economics Services who monitor the cost of foresiy operations on over 

70% of timber plantations in South Africa. 

12 INVESTMENTS 

46.824.481 

43.036.121 

Lono term . . 

13 LONG TERM RECEIVABLES 

0 

* 

Housing setting scheme loans 

72,141 

90,888 

Land sales 

10,362 

13,503 


83,103 

184,391 

Less: Current Dortion transferred to current leceivabtot 

(21.422) 

<33.655) 

HOUSING AND LARD SALE LOANS 

THESE LOANS WERE GRANTED IN ACCORDANCE WITH THE NATIONAL HOUSING 
REGULATIONS. THE MONTHLY INSTALMENTS ARE SUBSIDISED IN TERMS OF PREVIOUS 
REGULATIONS 

Land salts 

THESE SUBSIDISED LOANS WERE GRANTED BY THE COUNCIL TO INDIVIDUALS 

TO ASSIST THEM TO PURCHASE DWELLINGS 

14 INVENTORY 

81,681 

60,736 

Conaumable atoraa at cost 

384.118 

345,075 

Maintenance materials at cost 

554.171 

365,990 

Spare Parts at authorised value 

373.728 

485.240 

ProvislOTt has been made for the write off of the short fall reflected In Ihe year end physical 
stock count ( R 4S 070 ) . This will be referred to Council tor a decision. 

1,312,017 

1,198,314 
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010 

2010 

R 

2008 

R 


15 CONSUMER DEBTORS 





at 30 June 2010 


Gross 

Provision for 

Net 



balance 

doubttol debts 

batanca 

Service Oebtors 


1.675,256 

(673,774) 

1,001,482 

Rates 


11,333.216 

- 

11,333,216 

Etectndt/ 


3.542,963 

{1.424,916) 

2,117,865 

Housing 


623,419 

(480,874) 

142,545 

Other 


997,697 

(574,694) 

423,003 

Total 


18.172,471 

(3.164.260) 

15,018.211 

Balances at 30 June 2009 





Service debtors 


1,359,849 

(913,590) 

445,268 

Rales 


8,461,130 

(6.158,733) 

2,302,397 

ElactocHy 


2,252,597 

(093,306) 

1,559.299 

Housing 


159.277 


159,277 

Oilier 


751,451 

(389,770) 

391 881 

Total 


12,983.303 

(8.139.371) 

4.947,932 

Rates: Ageing 





Current <0-30 days) 


1,304,083 

1,017 575 


31 • 60 days 


802,429 

505 662 


61 to 90 days 


641.167 

426,643 


d1 - 120 days 


420,433 

352,318 


121 days and over 


8,195,104 

6,158,733 


Total 


11,333,219 

8,461,131 


Electricity and otoer : Ageing 





Current ( 0 < 30 days) 


3.032,592 

2.H1,212 


31 *60 days 


472.933 

237,033 


61 to 90 days 


242,326 

90,239 


91 • 120 days 


173,804 

77,051 


121 days and over 


2.917,600 

1,976,841 


Total 


8,839,255 

4,522.173 


GRAND TOTAL 


18.172,471 

12.983,304 


Consumer debtors whtcb are less than 3 montbs past due are not considefed 




to be impaired. 





16 OTHER DEBTORS 





Accnied interest on investments 


381,917 

337,311 


Uilietceta Water 


407,585 

407.585 


Government subsidies 


1,866,868 

1 942,502 


Olbar 


124,525 

267.412 


TotaJ other debtors 


2,780,393 

2,954.810 


Less ; Provision for doubtful debts 


(407,565) 

(407,585) 




2,372,808 

2,547,225 


The fair vatoe of other debtors approximates their carrying value 




17 CALL INVESTMENT DEPOSITS 





Call and short term deposits with banks 


39,767,919 

50,133,323 


Deposits of R 5 659 584 are rlngfenced and relate to 




unu lillsed conditional gover nmen t grants 







UMVOT1 LOCACMUNtCtPAUTY 

NOTES TO THE PtNANCIAL STATEMENTS FOR THE YEAR ENDED 3S JUNE 2010 

2010 

R 

2009 

R 

19 BANKCASH AND OVERDRAFT BALANCES 

Th* Municipafity th« fotowinQ bank aocounta: 

CiifTMA account (Pflnfwy bank acccnjnti 

Abu Banlc - Gmytown Branch 

Account number * 4064980800 



Cash booti balance at begtnmnQ of year 

1,759,961 

212.160 

Caah boott balance at end of year 

1,462,164 

1,759,561 

Bank statement balance a< beginning of year 

2,999.326 

1,033.017 

Bank statement balance at end of year 

9,065,637 

2,998.326 

Summatv of casn and bank belancea 

Primary Bank Account 

Other bank accounta 

1,462,164 

1,759.561 

Petty Cash 

2.230 

1,825 

19 PROPERTY RATES 

1.464,394 

1.760,366 

Actual 

Residential 

7,707,650 

5,688,773 

Commercial 

4,690,015 

4,130,927 

State 

3,722,296 

1,091,421 

Agncudural 

3.335,175 


Municipal 

425,570 


Other 

1,162,016 

146,979 

Sundry Adjustment 

(14,975) 


Total asaesameni rates 

21,027,747 

11.058,100 

valuationa 

Residential 

771.215,004 

37,744.479 

Commerdat 

332,764,017 

16,601.600 

Agricultural 

1.334,175,725 


Stats 

254,501.029 

3,405.300 

Municipal 

36.209,005 


Other 

132.120,331 

494.722 

Total properly vaiUattorrs 

2,960,995,111 

60.246,100 

The following are the rate randages that were applM to the valuations in respect of various categories: 


Ccmmadal and State < 1.5 cents in tha rand. Agricuttural and pubHo service infrastructure 0.25centa . 
in the rand, Resldeniaii and other 1 cam in the rand. Al Residential property owners are exempt 
from paying rates on the first R6D 000 of their property value. A 30 % rebate is applicable to 
residential, agricultural end pubic service infr^njclure 


20 SERVICE CHARGES 

Eiedridty 

28,276,393 

20,096,049 

Refuse removal 

4,370.474 

4,100,466 

Other 

177.651 

174.109 


32,624,516 

24,37^643 

21 GOVERNMENT GRANTS AND SUBSIDIES 

Equitable share 

24.564,624 

18.129.237 

Clinic subsidy 

2,480,945 

2,641.399 

Museum subsidy 

68,000 


Conditional grants utUised to finance propeity. plant and equipmerrt 

12.915,478 

19,188,571 

Conditionai grants utifised to fir>ance operating expenses 

2,662,232 

553,322 

Grant ^ skitts development 

55,011 


Refer Appendix F 

42.746,290 

40,512.529 

22 OTHER INCOME 

Other income 

390,359 

326,962 


396,359 

326,962 


29 


77 


UMV0T1 LOCAL MUMCIPAUTY 
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3010 

R 

2099 

R 


33 EMPLOYEE REUTEO COSTS 




Empfoyeo ranted oost» • oalarlM and wage* 

18.436.796 

15,395.160 


Empfoydd foMted ««» • contribwien* lo UlF.peneigrt and medicel co*i* 

3.621,301 

3,116.541 


TfaveLv«hicM«Aci»mniodallaa subsist tnc4 and other aMowances 

1.521776 

1.345713 


Hous^ benefits and other allowance* 

325.977 

435.298 


evacuate payments 

4691487 

440.1 65 


Performance bonus 




Seevioe aNdwence 

669.610 

740,414 


Suh-totaf 

25.269,149 

21,47Z831 


LassrEmptoyae costs alocatad to Property. Plant and Egutpmanl 

(319.370) 

(388,433) 


Let«:EJttpto^ costs inctuded tn other expense* 

(2.054.914) 

(Z10Z725) 


Total emptoyee reletad costs 

22.690.665 

18.961. en 


There were no advance* or loans to amployteA 




Remoneration of the MunicipaJ Martager 




Anmiai remuneration 

96.906 

261,300 


PerUymance boTKis 

0 



Caralowanoa 

48,000 

108,000 


Housino aitowance 

20.961 

67,585 


ConirtKSlao* to Medical and Pension Fund* 

0 




167.887 

436.885 


Remimnllon of the Chief Finendel OMoer 




Annual temunentlon 

209.706 

261.026 


Perfbnnaoc* bonus 

0 

* 


Caralowance 

157.000 

119.000 


AcUng Attawenca 

4a376 

34,229 


Housing AOowanea 

29.337 

51,638 


Contcibutbni to Madlcal arvd Perpion Funds 

10.866 

. 



447.285 

465.693 


RerngntfaUon of other managers 




30^uif200f 





Corporate 

Engineering 

Protection 


Services 

Service* 

Service* 

Annual remuneration 

261,100 

261,100 

261.100 

Peilonnance bonus 




Leave pey 




CaraKowanoe 

123,206 

123.205 

123.205 

Acting Alowanca 


Z364 

1.162 

Housing Alowance 

47,359 

47.359 

47.359 

Conlhbutions to Medical and Pensloo Fundi 





431.664 

434.028 

432.646 

3ILJua*21M0 




Annual ramunaration 

290,719 

294.478 

296.953 

Perform vice bonus 




Leave pay 




CaraSowance 

162.000 

139,500 

t6ZOOO 

AcUng Aaowence 


32.991 

62789 

Mousing Atlowenca 

35,255 

29,338 

33.615 

ContribuUons to Medical and Pension Fund* 


26,759 



487.375 

S43.064 

555,336 

Remuneratien ibr managefs la meSrdad under employee related cost 




24 REMUNERATION OF COUNCILLORS 




Mayor 

326,097 

287.197 


Deputy Meyer 

255,491 

414,866 


Speeher 

454.466 

239,516 


Executive committee membem 

235.441 

240734 


CouncMort 

3.076.544 

2.744.260 



4.346.039 

3,926.073 


Cetiain CouncObrs were underpaid and Ihi* wN be corrected durinQ the ensuing year. 




In - Mnd beneUt* 




The Meyor arKi the Speaker are provided wtth an olflce and secreiartai support 




althecostofCound. 




The Mayor has use of e Council owned vehlcie for cWdal duUes 




25 FINANCE COST 




Fkmce lease* 

24.269 




24.269 



26 SULK PURCHASES 




Electricity 

18,639.730 

12.856,494 



18.639730 

12.656.494 



»78 


UMVOTI LOCAL MUNICtl^AUTY 

MOTES 70 THE FINANCIAL STATEMSNTS FOR THE YEAH ENDED 30 JUNE 2010 

3010 

R 

2009 

R 

27 GRANTS AND SUBSIDIES PAID 

AssUtod iHMsIno 



Gnirus In liau of rMt 


26,997 

Indigent support 

1,305,6S4 

2,102,034 

Wkigwf and Eldwly 

53,083 


OIiaUM persons 

Oliw 

87J17 

87,214 

10,966 

1.633,578 

2.16^553 

2S GENERAL EXPENSES AND CONTRACTED SERVICES 

2S,1 GENERAL EXPENSES 

AdverOMnMfris 

663,202 

587737 

RureT aree eicpeftcM 

114,300 

68935 

CMc Oonoi^ function 

501,600 

531332 

AnOrat)tes 

432,000 

179091 

Audit roes 

629,090 

3B2458 

Ceshier shortages end surplus 

308 

4285 

Slorei stwrtBges A surpJusos 

49,070 

0 

Same ciiarges 

392,889 

300011 

Ooltiwy cost 

3,175 

2136 

YouUi and sports 

1,269.683 

517033 

women upuiment 

305,140 

174077 

Contingencies 


11138 

Coramtanis and contractors 


237764 

Civic Mnedont 

286,242 

81580 

OlscomadlQns & reconnecUone 

26,129 

3S598 

Community pwDclpalion 

587,626 

263066 

DopefUneniai sarvioes 

1.104.603 

870340 

DoiegaUon fees 

724,688 

448793 

Okl losses * conirol measures 

26,593 

0 

Entertainmani 

41.126 

28262 

Dept services water and tower 

312,425 

143756 

Profossionaj drivers pormUs 

295 

0 

Local f conomio development progronune 

497,193 

0 

FIro brtaltt 


57674 

Street signs 

4.648 

60127 

Health campaign 

11,630 

1266 

Insecticide & weedKKler 

2,659 

44154 

Insurance 

350.503 

531975 

htiro of equipment 

88.051 

13220 

Legal foes 

870.350 

406640 

Ucnces 

1,152 

1122 

Lott and damaged books 

42.694 

5660 

Night SOil/conservarKy 

0 

MacNoory coils 

310,324 

214174 

Matmlal 

191,169 

131449 

Meter readirrg 

180,393 

126741 

Medical supplies 

39,376 

72670 

MemoertNp fees 

115,528 

111050 

Pauper burials 

152,515 

38427 

PrunOrg 

29,813 

14955 

Postage and stamps 

190,377 

123328 

Rf^rtlng orwl ilationary 

408,377 

263095 

Prtntino: Drawing oMce 

393 

€ 

Private ordinances arid acts 

33,067 

12S60 

Pubtichy 

179,567 

173565 

Roiwgo 


270 

Rofreshmenls 

76,214 

34376 

ReferencelKwkf A perlodicats 

32,477 

18546 

Refuse bogs 

334,821 

398590 

Pholocopiar rental 

30.618 

28813 

SECURITY 

852,620 

754255 

SHRUBS & TREES 

11.447 

4771 

SUSSI5TANCE A TRAVELING 


331 

SCHOLAR PATROLS 

85,002 

60625 

TELEPHONE 

604,617 

534170 

TRAINING 

279.621 

213856 

TRANSPORT COSTS 

1,883,630 

1360900 

VALUATION EXPENSES 


156279 

PHASIWE FARM GRANT EXPS. 

142,601 


Rates rebate > tmparmtsstble 

366.905 


Rites rebate - resld. addition 

960,060 


Rates rebate * resfd. porcenl. 

1.953.008 


Ratos rebate • phase In newly 

3,631.340 


Rates rtiiaie • agrlo and psi <• 

1,000,131 


Rales rebate • mst.churctios,! 

1,314,131 


GENERAL EXPENSES 

24,620.898 

10866294 
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2010 

R 


2009 

R 


GENERAL EXPENSES CONTINUE 


LESS RECHARGES 

handling charge 

TRANSPORT. CAPITAL 
TRANSPORT: OPERATING 

recharges 

ADD 

CONTXEAVE 0ONUS.LONG SERVICE 

TOTAL GENERAL EXPENSES 

2$2 CONTRACTED SERVICES 

Consuitints/Contnctors 

Grant MSIQ 

Refusft dtipoul 

Rural Nactf^tlon 

VdluaUofl ttcpwiM* 

linMfOapaftmantat monitoring 

Finonot Menagemant grant eNpandi^re 

lEC Eahane davalopmant grant axpanditura 

OTLGA; Corridor da velopfn ant axptnaaa 

TOTAL CONTRACTED SERVICES 


Extraordinary and/dr unfor»«a«n axpansaa 

29 CASH GENERATED FROM OPERATIONS 

Sufpluafdrtna year 
Adjuatmant for : 

Prior yaar 
Dapraciation 

Gain on disposN of ptoparfy^plaol and aquipmeni 
Contributions to provisions- non-corraot 
Contributions to provisions - currant 
Contributions to bad debt provision 
Cbanga in Accounting Estimata 
Expandtture ax provisions 
Invastmant inootna 
intarast paid 

Opamting surplus bafora wortdng capital cbangaa 

(Incraata) dacraaia in consumer datHora 

(ilncreasa) dacraasa in other debtors 

irvcraasa <(lacraasa ) in conditional grants and receipts 

Increasa (decrease ) in cradlters 

Incraasa (decrease ) in Vat 

(Increase) decrease in invantories 

(Incraasa) dacraasa in current portion of long tanii debtors 

Increase (dacraasa ) in provisions 


30 CASH AND CASH EQUIVALENTS 

Caah and cash aquivaiants included rn the cash flow statartiertt comprise the 
following amounts: 

Bank batancas and cash 
Short term deposits 


(181,924) 

(157,460) 

(34,932) 

(30.507) 

(443,841) 

(390 853} 

(660,897) 

(693,888) 


108,885 

510251 

23.989,088 

1DS04859 


0,151,831 

4019307 

328,722 

34777 

478,800 

170133 

1,430,030 

1444281 

492,063 

22630 

33,880 

526878 

922J71 

7881 

127,102 

176656 

1,317,351 



11 .290.581 9402928 


0 


2,983^24 

17,593.209 

14,867,226 

11.416,964 

(84,667) 

7,905,903 

125,910 

306,187 

2,947,343 

2,289,238 

(7.928.454) 

(3,279,486) 

(128,793) 

(5.871.776) 

24,296 

17,341,587 

25,584.809 

(5,189,180) 

(2,489.573) 

174,410 

(845 049) 

(5,865,048) 

(2,415,994) 

1,694,071 

1,643,328 

530.873 

(104,842) 

(115,703) 

(151,818) 

2,233 

18,475 




1,464,394 

1,780,386 

38.787.919 

50.133,323 

40.232^313 

51,893,709 
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NOTES TO THE FtNANClAt STATEMENTS FOR THE YEAR ENDED 20 JUNE 2010 



2010 

2009 


R 

R 

31 ADDITIONAL DISCLOSURES IN TERMS OF MUNICIPAL FINANCE MANAGEMENT ACT 



31 ,1 ConlributionB to organiwd local QOvammtm 



OpanloQ baJanco 

Council oontrrbulion* 

95,292 

95,292 

Amount paid * currant year 

Amount paid - pravtous yoira 

95,292 

95,292 

Balanca unpaid ( indudad in cradKora ) 

* 

* 

31.2 Audit toes 



Opening balance 

Currant year audit fee 

Amount paid ctinenl year 

Amount paid • pravious years 

Balance unpaid ( induded in creditors ) 

629,090 

382,458 

31 .3 VAT 



Opening balance 

820,809 

666,017 

Current year output VAT 

(4,920.072) 

(4.211,930) 

Currant year input VAT 

6,610,680 

8,490,937 

Amount paid current year 

88,725 

385,901 

Amount refunded by SARS - currant 

(2.349,569) 

(2.510.119) 

Amount due by SARS • included to debtors 

450,730 

820,606 

All VAT returns have been submitted by the due data. 



31.4 PAYE and UtF 



Opening balance 

Cunent year payroll deductlona and Council UIF contribulions 

2,829.667 

2.389 309 

Amount paid * currant year 

Amount paid • previous years 

2.629.807 

2.389,309 

Balance unpaid ( induded in creditors ) 

* 


31.5 Pension and medical aid deductions 



Opening balance 

Currant year payroll deductions and Council contributions 

4.722,826 

4,689.571 

Amount paid - current year 

Amount paid • previous years 

4.722,828 

4,689.571 

Balance unpaid ( induded in creditors ) 

■ 

~ 

31.0 Councilors ar rear consumer accounts 



The foNowing Couociltors had arrear accounts outstanding for mote than 90 

daysasat : 



30 Juna 2010 Total 

Outstanding 

Outstanding 


more than 

less than 


90 days 

90 days 

PT Zuma 

1,633 

306 

PT Ngubana 

16,169 

1,218 

PMS Ngubane 

31,875 


30 June 2009 Total 

Outstanding 

Outstanding 


mora than 

less than 


90 days 

90 days 

PT Zuma 

651 



4 J 


UMVOTI LOCAL MtINiaPAUTY 
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2010 2990 

R R 


a C/vPrTALCOMMrrMENTS 


CoAunionimo in f««p«ct of capftat oitpondiluf*: 
' «ppf9v«9 WkO ooninotod lor 
lnft«itivcbjri 
Boddfogs 
Horitagt 
Otwr 

Koutfno D«v«topimAt Fond 
ItwoMfiint pnowiM 

• appfovwl but not y«l centnctod for 
wdmducturo 
SuiMIngo 

KMttg* 

Oftm 

HouiOig Dovofopmom Fund 
invoiimoM propordM 

TtHsoi^ondOuriiAtiboOddnood tnra 
> c«pHal npttcomoni foiofvo 
■ govMiffltntgraiiti 
*<Mfm«ouRxa 


7 . 200,000 

5 . 000,000 

3 . 165,171 

314.900 


92.046 

14 . 670,000 

500.000 

7 , 060,000 

10 . 004,629 

5 . 124,365 

25.000 

4 , 740.191 

25 , 955.339 

34 . 450.000 

56 . 267,051 

14 . 249.000 

20 . 201.000 

3 . 000,000 

45 . 977.012 

7 . 310,239 

34 . 450,000 

50 , 267,051 


33 AETKEIIEMT BENEFIT ENFORMATION 

Corttio CownoAort and Cmuhi oiniklovoot tiftong lo doAnod bootct lOtirvnaR! 
fund* tdmlntsMfvd by dm Notai Jioni Munldpai Pontien Fund. thoM Ojodo 
ifO «uO|#ct too inonual Kfunol v«Ki«(ion. Tn* latt vatoudon wo* poffomiod in 
2009 

33.1 SUPERANNUATION FUND 

TD* oduwyliM odvbadfiaL iho Ojnd wo* luly haidod and Anondaty found on lh« DCF m«tt>od 


33 2 RETIREMENT FUND 

Tho actuny hat advTSod AO fofownng 

33 2.1 TTm r«*iA of Ihi tototl Intaom valuadon wat saUtocw^ 

33 . 2 . 2 . On AO DCF mathod tno ftmding level no* anprovod and Aa ovifal thoM haa 
dacraaaad. TUt* bpardy dua to a# lurcnarga Drat la being paM into Aa Md lo 
iundtha shoitai 

33.2.3. An axtinbon ol Ao tuniiarga lOr onoAar 3 yoara anar 20t0 wi bo raquirod 
M being Aobanbiglavalol Atiwdto 100% 

33.3 Providant Fund 

The actuary >* aaHiftad Aat Ae aaaal* of AO Fund era eppropriaiagivon Ao Mbdibaa 

33.4 Safe Paniien Fund 

33.4.1 Tba Fund I* 09% lundad ai ha ounent vaiualion date 

33 . 4.2 Tha actuary la aatiadadthai no addUfonat action b regurod Athb siaga lo raddy 
Ao aitutilen 

34 CONTINGENT llABILtriES 

Threa nwttafo are euirontly on Aa roN of Aa high court end ona bat arMrolion ataga to 

data vaiuat of oeai b not known Aa astimatad coat for U modara tmounb lo 

R 330 . 000.00 


34 1 Obputoof aaf* AoMKuilafi MrMhbto 

35 RELATED PARTY DISCLOSURE 

2 ondac Project Conaultanti (Councjdor SV Zondl) 

PGMavundIa Projocta 

36 IfNAUTNORlSEO, IRREGULAR. FRUITLESS AND WASTEFUL EXPENDITURE 
DISAILOWED 


1 . 932,093 




36 2 llTogultr OKpandituna auUjact lo A vaatlaadon 3.086,699 

3.066.699 

tnvoaugedona wb ba eondudad end Aia niaHors w« oa raponod to the SAPS 

36.2 Davbbon from $CM policy approved by Aooouniing oncar awaiting ratification 420.000 
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APPENDIX A 

UMVOTI LOCAL MUNICIPALITY : SCHEDULE OF EXTERNAL LOANS AT 39 JUNE 2010 
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